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United Kingdom Budget 1949-56 


The United Kingdom budget of 1949-50 provides for 
ordinary revenue of £3,778 million and ordinary expen- 
diture of £3,308 million, leaving a nominal surplus of 
£470 million, and, after allowance for net extraordinary 
expenditure of £456 million, an over-all surplus of £14 
million. The more significant true revenue surplus, 
obtained by deducting current outlay from total revenue, 
is £492 million. Last year the nominal surplus was £831 
million and the over-all surplus, £352 million; the true 
revenue surplus was £684 million. Ordinary expenditure 
is expected to be £132 million above 1948-49, and revenue 
£229 million lower, mainly because of declines in receipts 
from the special contribution on unearned incomes 
(which operated for only one year) and in war-terminal 
and miscellaneous receipts. 

No important changes are to be made in taxes. The 
initial tax allowance for new plant and machinery is to 
be increased from 20 per cent to 40, and a system of 
depletion allowances for British concerns in respect of 
overseas mineral deposits is to be introduced. The tax 
on bonus share issues is to be removed. A committee 
is to be set up to inquire into the method of computing 
net profits for tax purposes, as a first step toward a wider 
investigation of the incidence of taxation upon industry. 
Legacy and succession duties are to be abolished, and the 
Exchequer is to be compensated by an increase in the 
estate duty on larger estates. The duty on beer and 
light wines is to be reduced and taxes on matches and 
betting increased. The Land Tax of 1892 and a number 
of obsolete license and stamp duties are to be abolished, 
at negligible cost. There will be an increase in telephone 
charges and in certain postal rates. The duties on tea 
and sugar and the corresponding subsidies are to be 
reduced. 

The Chancellor said that last year’s budget surplus had 
been largely instrumental in bringing about a “com- 
fortable degree of disinflation.” A smaller surplus would 
be in order in 1949-50. The increase in Government 
expenditure came from outlays on defense, the social 
services, and food subsidies. Taxation could not be 


reduced while defense and social services were provided 
on the present scale. Unless taxation was to become intol- 
erable, the future development of the social services 
would have to be related to increases in the national 
income. There was little scope for further income redis- 
tribution by means of taxation. Government departments 
had been required to keep expenditure within feasible 
bounds; supplementary estimates could be permitted only 
in exceptional circumstances. The cost of the food sub- 
sidies, recently at an annual rate of £485 million, must not 
exceed £465 million in 1949-50. Meat, cheese, butter, 
and margarine prices are to be raised at an early date. 
Any further increases in food costs would have to be 
added to the retail price. The immediate effect will be to 
raise the retail price index (based on June 1947) from 
109 to 111. 

The Times says that while the budget may touch off 
fresh wage demands, the Chancellor could hardly have 
acted otherwise. Even after the reduction of food sub- 
sidies, the surplus is the absolute minimum consistent 
with financial and economic safety. 

The Economist says that, on the balance of all consid- 
erations, a bigger true revenue surplus could hardly be 
expected, and describes its reduction as “only a moderate 
concession to political pressures” and to the view that an 
impending recession reduces the need for disinflation. 
It welcomes the signs of “a beginning of more reasonable 
treatment for industry,” but stresses that the increase 
in the initial allowance on the cost of new machinery, 
although it may act as an immediate incentive to invest- 
ment, does not solve the problem of replacing plant at 
higher prices. “The problem is to enable fixed plant to 
earn the full cost of replacement while it is in use.” As 
a whole, the tax changes put the emphasis on the increase 
of national wealth and no longer on its distribution. “All 
told, the Budget is designed to consolidate the economic 
gains that the country has achieved.” 


Sources: The Times, London, England, April 7, 1949; 
The Economist, London, England. April 9, 1949. 





U.K. National Income In 1948 


The gross national product of the United Kingdom 
was £10,500 million in 1948, against £9,475 million in 
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1947. Net borrowing and grants from abroad fell from 
£630 million to £120 million, which limited the resources 


available for domestic use to £10,620 million. Personal 
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consumption and Government exhaustive expenditure 
accounted for a smaller proportion of the national product 
than in 1947; the increase in output was channeled mainly 
into exports. The percentage allocation of gross national 
product was as follows: 


1938 1947 1948 
Current Expenditure 
Personal 73 65 62 
Government 14 21 18 
Gross Capital Formation 
Domestic 15 21 22 
External —2 -—?7 -—2 


Total 100 100 100 


Net national income rose by £950 million to £9,675 
million, that is, by 11 per cent in money terms. In real 
terms, the increase was of the order of 4 per cent. More 
than 45 per cent of the increase in the money net national 
income went to wage earners. The national wage-bill rose 
by 12% per cent, total salaries by 6 per cent, and 
company profits by 17 per cent; farm profits rose by 
22 per cent and other trading profits by 10 per cent. 
Little of the rise in corporate profits was distributed to 
the shareholder. Personal income rose by £565 million 
to £9,592 million; direct taxes took £135 million of the 
increase, but personal consumption rose by £539 million. 
Personal saving fell by £109 million, to £220 million. 
When revalued at 1938 prices, aggregate personal con- 
sumption did not change between 1947 and 1948. 

Gross domestic capital formation rose from £2,040 
million in 1947 to £2,352 million in 1948. In 1948, one 
third was financed by saving as a result of action by 
public authorities and over half by corporate saving. 
Foreign borrowing financed about one-twentieth of domes- 
tic investment in 1948, against nearly one third in the 
previous year when the contribution of public authorities 
was negligible. Personal savings provided about one- 
seventh of the funds in 1947 and one-tenth in 1948. 
Source: National Income and Expenditure of the U.K., 

1946 to 1948 (Cmd. 7649), London, England. 


U.K. Gold and Dollar Reserves 


The United Kingdom gold and dollar reserves increased 
from £457 million at the end of 1948 to £471 million on 
March 31, 1949. The net gold and dollar deficit of the 
sterling area, that had to be financed from the central 
reserves, was £82 million in the first quarter; £8 million 
was covered by India’s drawings on the IMF and £7 
million by U.K. drawings on the Canadian credit; reim- 
bursements made during the quarter by ECA were £82 
million. Total reimbursements so far received from ECA 
are about £60 million less than procurement authoriza- 
tions granted to the U.K.; the inclusion of this sum 
would bring the figure for gold and dollar reserves to 
£531 million, compared with £552 million on March 31, 
1948. 
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Sources: The Times, London, England, April 7, 1949; 
The Economist, London, England, April 9, 1949. 


French Prices Continue to Fall 


Both wholesale and retail prices in France have been 
declining in recent months, with the drop of wholesale 
prices beginning in November 1948 and that for retail 
prices in January 1949. By March, wholesale prices had 
fallen 5 per cent below the November 1948 level, and 
retail prices were 8 per cent lower than in January 1949. 
Most of the decline has been due to an increase in the 
supply of food. In March, however, prices of industrial 
products also dropped slightly. Prices of these products 
are at present nearly 21 times higher than in 1938, while 
food prices are about 16 times the prewar level. Thus, 
in contrast to developments prior to June 1948, the 
increase in food prices from the prewar level is less than 
that of industrial prices. 

Source: Agence Economique et Financiére, Paris, France, 


April 4, 1949, 


Release of French Counterpart Funds 


Agreement has been reached between the French Gov- 
ernment and ECA for the release of 25 billion francs 
(about $94 million) from the French counterpart fund, 
to be used for financing investment and reconstruction 
programs. After the release of these francs, the French 
will have withdrawn a total of $388.7 million of their 
counterparts. As in the case of former withdrawals, the 
new funds will be used for such projects as the develop- 
ment of electric power, coal mines, railroads, merchant 
marine, and agriculture. 

Source: Economic Cooperation Administration, Press 
Release, Washington, D. C., April 8, 1949. 


Industrial Productivity In Denmark 


Calculations based on indices for industrial output and 
industrial employment indicate that output per man-hour 
in Denmark in 1948 reached 96 per cent of the 1939 
figure, against 93 per cent in 1947 and 88 per cent in 
1946. 

Source: Finanstidende, Copenhagen, Denmark, March 
16, 1949. 


Trade and Exchange Controls 
In the Faeroes 


In March the Faeroes legislature abolished the ban on 
transferring money to Denmark, and the Foreign Ex- 
change Control Bureau was given the right to receive 
information about all transfers of money by mail or in 
any other manner, provided the amount exceeds 2,500 
kroner. Imports from other countries will be controlled 
also when coming via Denmark and payment is effected 
in Danish kroner. The legislature has also decided that 
packages received by mail from Denmark may not be 
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accepted without the consent of the Foreign Exchange 

Control Bureau, except gift parcels, newspapers, maga- 

zines, and other printed matter. 

Source: Finanstidende, Copenhagen, Denmark, March 
23, 1949. 


Italy's Official Discount Rate Reduced 


The discount rate of the Bank of Italy has been reduced 
to 44% per cent, becoming effective on April 10. The 
preceding rate was 51 per cent, in force since September 
5, 1947. 

Source: ANSA News Agency, Inc., Bulletin, New York, 
N. Y., April 8, 1949. 


Italo-French Customs Union 


A Franco-Italian agreement for a customs union and 
eventually for an economic union was reached on March 
26. The principal document was the customs union treaty, 
establishing a customs union between Italy on one side 
and metropolitan France and the Algerian territory on 
the other side. Within one year from the signing of the 
treaty, common tariffs are to be established for trade with 
third countries, while all duties will be abolished on Italo- 
French trade. The signatories have also committed them- 
selves to initiate at once measures to enable them even- 
tually to conclude an economic union. 

An Italo-French Customs Council, to be created within 
one month after the signing of the treaty, will carry 
out the preparatory work toward the customs union, and 
will submit each year, on October 1 (beginning 1949), 
to the two Governments those measures deemed neces- 
sary for (a) a gradual reconciliation of Italian and 
French legislation, (b) a more rational and complete 
utilization of manpower to attain a higher standard of 
living, (c) economic development in the two countries in 
harmony with the interests of the union, and (d) the 
promotion of commercial exchanges between the two 
countries and between the union as a whole and third 
countries. The Council will propose within two years the 
date when, in their opinion, economic union can be 
reached. The two countries have expressed the hope that 
the union may be feasible within six years. 

Restrictions on movements of goods and persons will 
be lifted gradually, as the relevant legislation of the two 
countries is harmonized. Until the economic union is con- 
cluded, compensatory measures (mainly taxes) may be 
imposed by either Government to lessen the effects which 
might result from the abolition of quantitative restrictions. 

A commercial protocol was also signed, which estab- 
lished that a new payments agreement will be enforced 
by July 1, 1949, so that it will coincide with the date of 
the new intra-European payments agreement. According 
to this protocol, the new agreement shall aim at the expan- 
sion of economic relations between the two countries and 
the maximum balance of commercial exchanges. 
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The payments agreement presently in force, which was 
to expire March 31, has been extended until June 30. 
The lists of commodities to be exchanged during the sec- 
ond quarter of 1949 are basically unchanged; some com- 
modities, however, have been added and some quantities 
increased in the list of exports from France to Italy, while 
the list of exports from Italy to France has been modified 
somewhat, to take into account the present payments 
situation between the two countries. 

Finally, a protocol concerning financial and exchange 
matters was also signed. The credit margin in the pay- 
ments agreement was raised to 6.2 billion French francs 
for the period April 1-June 30, and will be raised to 
10 billion francs beginning July 1. The margin in force 
since May 1, 1948 has been 5 billion francs. 

An exchange rate of 180 Italian lire per 100 French 
francs has been adopted for all payments between the 
two countries. This rate corresponds approximately to 
the cross rate between the free dollar rate in France and 
the free dollar rate in Italy. The new Italo-French ex- 
change rate will automatically remain in force as long as 
the free dollar rates in France and Italy fluctuate within 
a 2 per cent limit. It will be re-examined by the two 
Governments: (a) on a monthly basis, whenever the 
dollar free rates in the two countries show, during any 
month, variations ranging between 2 and 5 per cent; 
and (b) at any time that these variations exceed 5 per 
cent. 

A rate of 220 lire per 100 francs was established when 
the present payments agreement was enforced (April 1, 
1948), on the basis of the average of the free and the 
official dollar rates in both countries. On November 1, 
1948, this rate was reduced to 215, to take account of an 
increase in the free dollar rate in France. 

The new rate has been adopted to improve commercial 
transactions, which at present show a substantial surplus 
of Italian exports. A more even distribution of trans- 
actions is apparently considered a condition for the 
prospective customs union. 

Source: National Institute for Foreign Trade, Jnforma- 
zioni per il Commercio Estero, Rome, Italy, 
March 31, 1949. 


Austrian-Italian Trade Agreement 


After several months of negotiations, a new one-year 
trade and payments agreement was concluded between 
Austria and Italy on March 18, replacing the trade agree- 
ment of April 6, 1946. It provides for an exchange of 
goods valued at 20 billion lire (about $35 million) in 
either direction. Trade will be conducted on a barter 
basis; detailed commodity lists have been prepared and 
specific commodity quotas fixed in advance. Under the 
new arrangement, trade between the two countries would 
be almost double that in 1948. 

Austrian exports to Italy will consist mainly of pig iron, 
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crude steel, lumber, wood pulp (cellulose), and various 
kinds of manufactured goods, including machinery, tools, 
paper, and wood and textile products. Italian exports 
to Austria will include fruits, vegetables, and other agri- 
cultural products; important raw materials, such as raw 
silk, rayon, hemp, sulphur, and iron pyrites; and a variety 
of manufactured goods, mostly products of the mechan- 
ical, textile, and chemical industries. 

Sources: Neue Ziircher Zeitung, Zurich, Switzerland, 
March 24, 1949; Austrian Consulate General, 
Austrian Information, New York, N. Y., April 
1, 1949. 


Greece's Foreign Aid and Imports 


Greek authorities are considering the adoption of 
measures to increase imports by more complete utiliza- 
tion of exchange resources available through foreign aid 
in the year ending June 30, 1949. These resources, total- 
ing $249.8 million, consist of the following: U.S. direct 
dollar aid ($146.0 million), drawing rights under the 
intra-European Payments Scheme ($66.8 million) , unused 
balance from ECA allotment for second quarter of 1948 
($27.0 million), and unused balance from reconstruction 
funds of the American Mission for Aid to Greece ($10.0 
million). 

If the present rate of imports were maintained, Greece 
would probably not use more than $220 million of these 
resources by June 30, 1949. The present low rate may 
be explained mainly by imports of capital goods being 
smaller than provided for in the program. If the import 
rate of these goods is maintained, only about $25 million 
to $30 million (compared with the revised plan of $58 
million) will be imported under the first year of the 
ERP program, and about $10 million of the goods ordered 
in 1947-48 under the AMAG program. In 1947-48 im- 
ports of capital goods were about $20 million. 

Out of the $66.8 million of drawing rights, the use of 
$20 million presented difficulties (see this News Survey, 
Vol. I, p. 287) because of the lack of specific agreements 
with Turkey ($13 million) and Italy ($7 million). By a 
recent tentative agreement with Turkey, drawing rights 
on Turkey may be used for imports of eggs, pulses, and 
oilseeds without any specification of quantities. 

Source: To Vima, Athens, Greece, March 30, 1949. 


Polish Foreign Trade In 1948 


According to recent calculations which are said to be 
final, Poland’s exports in 1948 amounted to $528.1 million 
and imports (excluding U.K. and U.S. army surpluses 
and reparations from Germany) to $509.5 million. Earlier 
estimates given in Polish sources had been based on in- 
complete data (see this News Survey, Vol. I, p. 312). 
Source: Rzeczpospolita i Dziennik Gospodarczy, Warsaw, 

Poland, March 9, 1949. 
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Czechoslovak Industrial Production 


Provisional Czechoslovak statistics indicate that the 
value of industrial production in 1948 amounted to 129 
billion korunas (at prices charged by producers), which 
was 23.5 per cent more than in 1947. The increase is 
attributed to a 14.6 per cent rise in volume and a 7.7 
per cent rise in prices. The larger volume resulted from 
an increase of 4.2 per cent in hours worked (mostly 
because of an increase in employment) and greater pro- 
ductivity of labor (about 10 per cent). 

Sources: State Statistical Office, Cenove Zpravy, Prague, 
Czechoslovakia, December 1948; Office of the 
Prime Minister, Hospodarske Prehledy, Prague, 
Czechoslovakia, February 23, 1949; Hospodar, 
Prague, Czechoslovakia, March 31, 1949. 


Prices and Finances In U.S.S.R. 


The circulation of money in the U.S.S.R. expanded 
during the war and the supply of consumption goods 
decreased. Factory prices (at which industrial enter- 
prises sell their produce) and retail prices of rationed 
consumption goods were kept stable, but a part of pro- 
duction was sold at higher prices, either by individuals 
(farmers and artisans) or by State stores. In this way 
inflation was partly activated. Through sales at higher 
prices by State stores, part of the surplus money supply 
(in relation to rationed prices} was absorbed through 
the State budget, but this was not sufficient to bring order 
to the wage and price structure. These difficulties might 
have been eliminated either by an upward adjustment of 
wages and unification of prices at the higher level, or by 
a cut in the circulation of money and unification of prices 
at approximately the level of rationed prices. Because 
of unevenly distributed accumulated cash balances, the 
Government decided in favor of the latter. At the end 
of 1947 the money supply was reduced, prices unified at 
a level somewhat above the pre-reform ration level, and 
rationing abolished, while wages were kept stable at the 
level they had reached during the war. In 1948 the 
supply of consumption goods was increasing more rapidly 
than the wage bill; to keep cost elements stable, the 
adjustment between these two was made by cuts in 
retail prices of consumption goods (instead of by an 
increase in wages), introduced in the middle of 1948 
and on March 1, 1949. Price reductions effected on 
March 1, 1949 are from 10 to 30 per cent, but the average 
effect on the retail price level is not known. 

The monetary and price reform of December 1947, 
however, left unsolved the problem of production costs, 
which increased during the war, and of factory prices, 
which were kept stable. During 1948 the productivity of 
labor was increasing and several economies in State 
enterprises achieved, but in general production costs 
were above factory prices, and losses had to be covered 
by the State budget. At the end of 1948 it appeared 
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that no further significant reduction of costs could be 
made; therefore, to avoid additional budgetary subsidies, 
factory prices and freight tariffs were increased at the 
beginning of 1949. The Minister of Finance, in his 
budget proposal for 1949, stated that subsidies for indus- 
trial enterprises would be completely eliminated in 1950. 
The increase in factory prices does not affect the 
budget since it simply requires some bookkeeping ar- 
rangements. The reduction of retail prices, however, 
decreases the difference between these and factory prices; 
this difference represents almost entirely turnover tax 
proceeds of the State budget. The last decrease of prices 
“reduced” the state revenues from the turnover tax in 
1949 by 48 billion rubles (total turnover tax proceeds 
estimated at 262 billion rubles). This loss, however, is 
expected to be made good by expanded production of 
consumption goods. 
Sources: The Economist, London, England, February 14, 
1948; Pravda, Moscow, U.S.S.R., March 11, 
1949, 


MIDDLE EAST 


Syria’s French Franc Assets 


France has decided to release, without waiting for the 
ratification of the monetary agreement, part of Syria’s 
franc assets for the resumption of trade with the franc 
area, which has been disrupted for over a year. The 
Syrian Exchange Office resumed the transfer of French 
francs on March 28. 

Source: Le Commerce du Levant, Beirut, Lebanon, March 
30, 1949. 


Syro-Lebanese Foreign Trade Policy 


Syria and Lebanon have decided to initiate negotia- 
tions with various foreign and Arab countries aiming at 
the conclusion of trade agreements and at the opening 
of new markets for their products, particularly by means 
of barter trade. Their new economic policy favors the 
restriction of imports, protection and encouragement of 
domestic production, and enlargement of exports, with a 
view to reducing the import surplus. 

Source: Agence Economique et Financiére, Paris, France, 


March 30, 1949. 


FAR EAST 


Foreign Capital In India 


Foreign interests in India have been assured by the 
Prime Minister of India that there will be no discrimina- 
tion of any type against them. “They will be permitted 
to earn profits subject only to regulations common to 
all.” Facilities for the remittance of profits will be con- 
tinued, though they will “depend on foreign exchange 
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considerations.” No restrictions will be placed on the 
withdrawal of investments. Fair and equitable compensa- 
tion will be awarded to all the foreign enterprises that 
the Government may take over, and “reasonable facilities” 
will be provided “for the remittance of proceeds.” 
Although “as a general rule, major interest in ownership 
and effective control should be in Indian hands,” excep- 
tions will be allowed in special cases. There would be no 
objection to employment of non-Indians in highly tech- 
nical and expert administrative jobs if suitable local per- 
sonnel is not available, but the Government “attach vital 
importance to the training and employment of Indians 
even for such posts in the quickest possible manner.” 

Source: Government of India Information Services, Re- 


lease, Washington, D. C., April 7, 1949. 


China’s Currency Markets 


Both the circulation of silver dollars and free trans- 
actions in gold were made legal by the Chinese Govern- 
ment on February 24. The Central Bank of China’s 
“gold yuan” now seems to be shunned everywhere; on 
April 2, its rate was quoted by the Central Bank as 20,000 
for one U.S. dollar. In many provinces, food and other 
essential commodities are obtained either on a barter 
basis or at prices quoted in terms of silver dollars or gold. 

At the beginning of December 1948, the People’s Bank 
of China under the Communist regime was officially 
established in North China, and at the same time the 
Bank issued a unified currency, which is now circulating 
in North China. All trade is being transacted on the basis 
of the new money. Silver coins, meanwhile, are circulat- 
ing freely in the rural areas and form the most convenient 
medium of exchange. Foreign commerce with North 
China can be carried on either on a barter basis or by 
settling balances in silver coins. 

Sources: Far Eastern Economic Review, Hong Kong, 
February 2, 1949; Chin Yung Jih Pao, Shanghai, 
China, March 1, 6, and 8, 1949. 


Siam-Japan Trade Still Held Up 


The requirement that payment for goods bought from 
Japan be made in U.S. dollars has been an obstacle to 
carrying out the $60 million trade agreement recently 
negotiated (see this News Survey, Vol. I, p. 289), since 
Siam has not earned enough dollars to pay for Japanese 
goods. The projected barter or transferred account trade 
between the two countries still awaits settlement of some 
details. Meanwhile, railway stocks, including locomo- 
tives, passenger cars, freight cars, rail, and accessories, 
costing 56 million baht have been ordered from Japanese 
manufacturers by the Siamese Railway Department. Nego- 
tiations for these orders began with the visit of the 
Siamese Trade Mission to Tokyo last year. 

Source: Far East Trader, San Francisco, California, 
March 30, 1949. 


UNITED STATES AND CANADA 
U.S. Individuals’ Saving In 1948 


Estimates by the Securities and Exchange Commission 
show that liquid savings of individuals in the United 
States were $4.9 billion in 1948, compared with $8.3 bil- 
lion in 1947, When the increase in liquid assets is added to 
other forms of gross saving by individuals (new homes, 
and new physical investment and expansion of inventories 
by farmers and other unincorporated business), the 1948 
total is $35.3 billion, almost 1 per cent greater than in 
1947. 

Individuals reduced holdings of currency and bank 
deposits by $1.4 billion in 1948, compared with an in- 
crease of $3 billion in 1947. The increase in total hold- 
ings of securities was about the same as in 1947, but a 
larger proportion of the increase was in securities other 
than Federal Government. Individuals purchased $7.7 
billion of new homes and $22.7 billion of other durable 
consumers’ goods, compared with $5.8 billion and $21 
billion, respectively, in 1947. 

Source: Securities and Exchange Commission, Press Re- 


lease, Washington, D. C., April 5, 1949. 


Forecast of U.S. Winter Wheat Crop 


The U.S. Department of Agriculture has forecast a 
winter wheat crop of 1,020 million bushels. This is only 
5 per cent below the record crop of 1947. A spring crop 


of 300 million bushels, together with a possible carryover 
from 1948 of 350 million, would give a total supply of 


1,670 million bushels. As demand is not expected to 

exceed 1.2 billion bushels, even with continued large ex- 

ports, significant surpluses may result. 

Source: The Journal of Commerce, New York, N. Y., 
April 12, 1949. 


Canadian Exchange Reserves and 
Import Controls 

The Canadian Minister of Finance has reported that 
on March 31, 1949 Canada’s reserves of gold and U.S. 
dollars amounted to $1,067 million. This represents an 
increase from $998 million on December 31, 1948, and 
from $608 million on March 31, 1948. 

A 25 per cent increase was made effective April 8 in 
the import quota for U.S. motor cars and light trucks 
brought into Canada completely assembled. The previous 
quota allowed importers $230 in foreign exchange for 
every vehicle imported in the base year ended October 31, 
1947, which meant a reduction to about 15 per cent of 
base period imports. No change has been announced in 
the restrictions on imported parts for automobiles manu- 
factured in Canada. Such imports are limited to about 
75 per cent of those in the base period, but this limita- 
tion has to a large extent been made up by increased 
Canadian production. 

Sources: Winnipeg Free Press, Winnipeg, Canada, April 
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9, 1949; The Wall Street Journal, New York, 
N. Y., April 12, 1949. 


Prices In Canada 


According to the Report of the Royal Commission on 
Prices, Canada’s postwar price increase was a result of 
the war, rising prices abroad, large export demands 
financed to some degree by the Canadian Government, 
and of the Canadian and U.S. capital booms. Any 
attempt to retain price controls would have been imprac- 
ticable in view of the postwar rise in U.S. prices. How- 
ever, measures such as a higher interest rate might have 
been used to check inflationary pressures, while higher 
taxes would have drawn off some of the surplus money 
which encouraged price increases. 

The Commission found that corporations did not, in 
general, force prices up, in an attempt to gain excessive 
profits, or employ monopolistic practices to drive up 
prices. But some manufacturers fixed the retail prices 
of their products, thus depriving the consumer of the 
advantage of reasonable price competition among re- 
tailers. Certain wholesalers and retailers operated on a 
“fixed percentage mark-up” basis, pyramiding price in- 
creases and making no allowance for savings effected 
through rapidity of turnover and larger sales volume. 
In commenting on particular commodities, the Commis- 
sion questioned whether increases in bread prices follow- 
ing decontrol in 1947 were entirely justified. It listed 
the very high profits obtained by wholesalers of fruits 
and vegetables after import embargoes were imposed; 
by firms holding stocks of butter, beef, and pork in cold 
storage in the fall and winter of 1947-48; and by some 
producers of rayon yarns, wool cloth, and work clothes. 

The Commission recommended that the Government 
control farm price fluctuations, maintain import em- 
bargoes only as long as necessary for foreign exchange 
reasons, look into ways of checking price fixing, amend 
the Companies Act to require uniformity in the presenta- 
tion of companies’ finances, and make available more 
adequate information on corporation profits and the use 
of the consumer’s dollar. The Government must be ready 
to move quickly to counteract either inflationary or defla- 
tionary tendencies as they arise or, better still, before they 
arise. 

Sources: Winnipeg Free Press, Winnipeg, Canada, April 
8, 1949; The Globe and Mail, Toronto, Canada, 
April 9, 1949. 


LATIN AMERICA 


Mexican Petroleum 


All the activities of Petroleos Mexicanos (the Govern- 
ment corporation which controls petroleum activities in 
Mexico) showed considerable growth during 1948, ac- 
cording to a recent report by the Director General. The 
more important changes were as follows: 
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1947 1948 
56,289,496 58,529,201 
46,400,000 47,547,000 


Crude oil production (barrels) 

Oil refined (barrels) 

Petroleum products sold in 
Mexico (barrels) 

Receipts from petroleum products 
sold in Mexico (pesos) 

Petroleum products exported 


36,806,000 39,827,000 


638,078,000 770,902,000 


(barrels) 13,990,000 13,047,000 
Receipts from products exported 
(pesos) 121,240,000 190,000,000 


Taxes paid by petroleum 
companies (pesos) 213,378,039 311,671,265 
Source: El Mercado de Valores, Mexico, D.F., March 21, 
1949, 


Economy of El Salvador In 1948 


El Salvador maintained its active trade balance in 
1948, even though imports reached an all-time high of 
103 million colones (1 colén = US$0.40). The abun- 
dance of goods, however, did not lower prices, and both 
the wholesale and retail price indices showed a tendency 
to rise. 

International reserves, amounting to 77.2 million 
colones at the end of 1948, were slightly less than for 
the preceding year, the drop possibly being accounted 
for by investments abroad, which for the past ten years 
have been in excess of 100 million colones. At the end of 
January 1949, reserves had increased to 88.7 million 
colones, because of foreign exchange receipts for Janu- 
ary, the peak of the export season. 

Central Bank credit operations were conservative dur- 
ing 1948. Private banks had recourse to the Central 
Bank to the extent of 7.5 million colones, whereas private 
borrowers received credits of only 1.1 million, as against 
2.2 million for the previous year. The commercial banks 
and the Banco Hipotecario, a mortgage bank, had credit 
outstanding of 55.8 million colones at the end of 1948, 
compared with 59.5 million for December 31, 1947. Of 
the long-term credits of 23 million colones, the Banco 
Hipotecario accounted for 18 million. Interest charged 
by the Central Bank to private banks was 4 per cent on 
discounts and 41% per cent on advances, whereas private 
borrowers paid 6 per cent on discounts and medium-term 
credits and 5 per cent on advances. The commercial 
banks charged 4 to 8 per cent on discounts and 3 to 8 
per cent on loans. The mortgage bank operated with an 
average rate of 6 per cent. 

For the first time since 1940 the money supply, includ- 
ing Government and other official demand deposits, de- 
clined, though by only 190,000 colones. Currency in 
circulation increased from 55.4 million colones in 1947 to 
59.6 million in 1948, whereas demand (including govern- 
ment) deposits dropped from 40.0 million colones to 
35.7 million. Of a total money supply of 95.3 million 
colones at the end of 1948, 80.2 million had been created 
by factors of external origin, the Central Bank accounting 
for 71.9 million and the other banks for 8.3 million. Of 
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the 15.1 million of internal origin, the Government had 
created 5.2 million colones by issuing subsidiary coins, 
the Central Bank accounted for 4.4 million colones and 
the private banks for 5.5 million. The large exchange 
receipts for January 1949 caused the money supply to 
jump to 107.0 million colones, and in February it in- 
creased to 118.2 million. 

During 1948 the foreign dollar debt decreased from 
$10.5 million to $9.5 million, the sterling debt also de- 
creasing from £876,000 to £841,000. 


Sources: Banco Central de Reserva de El Salvador, 
Memoria, 1948, and Revista Mensual, February 
1949; International Monetary Fund, /nterna- 


tional Financial Statistics, Washington, D. C., 
March 1949, 


Nicaragua’s New Exchange Law 


On April 4, 1949, a Nicaraguan emergency economic 
law was approved, which incorporates the recommenda- 
tions of the recent Fund Mission. The new law has three 
objectives: (1) balancing the national budget by stricter 
economy; (2) ending inflation by means of rigid credit 
controls; and (3) stopping the drain on international 
reserves by reorganizing the exchange control system. 

In spite of large increases in revenue, Nicaragua has 
had budget deficits of from 4 million to 7 million cérdobas 
annually (1 cérdoba = US$0.20) during the past five 
years. Increased administrative and defense expenditures 
have been the primary reason for such deficits, and bank 
credit has been used liberally to finance them, thereby 
strengthening the existing inflationary forces. To end 
such practices, the new law prescribes a policy of strict 
economy; expenditures not absolutely necessary for the 
administration are to be suppressed in the 1949-50 budget. 

During the past five years exports have been the highest 
so far recorded; deferred demand reinforced by increased 
purchasing power has, however, also called for greater 
imports. Commercial activity has thus reached a high 
level, increasingly dependent on bank credit. Commer- 
cial credit expansion plus Government credit operations 
have doubled the money supply since 1942. The new 
credit controls are meant to prevent further inflation. 
The law classifies bank loans in four categories: (1) for 
import purposes; (2) for the mobilization of national 
products; (3) for the financing of exports; and (4) com- 
mercial loans in general. With respect to categories (1) 
and (4), all banks are obliged to reduce their portfolios 
to 50 per cent of the amount held on the day the decree 
became effective (April 7, 1949). New credits in cate- 
gory (1) may be made only with collateral of imported 
merchandise and for a period no longer than 90 days. 
In categories (2) and (3), the banks may maintain loans 
at present levels but not exceed them. The maximum 
maturity is cut to 180 days, with no extension of terms. 
There will be no ceiling on loans in category (3), 
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but they must be guaranteed by irrevocable letters of 
credit and/or banking acceptances. Loans will not be 
made for more than 70 per cent of the value of the export, 
and long-term credits made by the National Mortgage 
Bank are to be restricted to productive purposes. 

The National Bank of Nicaragua has for the past two 
years been selling exchange in excess of its purchases, 
even though exchange receipts have been higher than 
ever before. Since gold and foreign exchange reserves 
are practically exhausted, drastic measures are necessary. 
The exchange control system has been reorganized. A 
newly appointed Commission will classify imports in 
three categories: essentials, semi-essentials, and non- 
essentials, with priority given to the first. A monthly 
quota is established, and the Commission is not permitted 
to grant permits in excess of that quota. 

The law will remain in force until the balance of pay- 
ments disequilibrium has been corrected. 

Source: La Gaceta, Managua, Nicaragua, April 7, 1949. 


Haitian National Defense Bonds 


The Haitian Government has rescinded the provision 
of the law authorizing the issuance of National Defense 
Bonds which made subscription compulsory on a sliding 
scale based on wages (see this News Survey, Vol. I, p. 
308). This provision created considerable unrest among 
the salaried classes immediately affected. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., April 11, 
1949. 


Colombia’s New Exchange Control 
Regulation 


During the first 77 days of this year, that is, until 
March 18, Colombia’s balance of payments showed a 


deficit of $22 million. This was attributed entirely to 
the large number of foreign exchange permits approved 
in 1948; in 1949 the import licenses approved were con- 
siderably below foreign exchange receipts—$40 million 
worth of licenses compared with $45 million in receipts. 
The danger of a continued drain on international reserves, 
however, has led to the adoption of the following Resolu- 
tion: “So long as the present circumstances continue and 
beginning today [April 1], exchange licenses shall be 
issued weekly in an amount not to exceed the value of 
the purchases of gold and foreign currencies made by 
the Bank of the Republic in the week immediately pre- 
ceding.” 
Sources: Exchange Control Office Resolution No. 6 of 
April 1, 1949 received from Banco de la Re- 
publica; Semana, Bogota, Colombia, April 2, 
1949. 


U.K.-Argentine Negotiations 


The United Kingdom and Argentina have so far failed 
to reach a new agreement to replace the Andes Agree- 
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ment of February 1948. It has been estimated that 75,000 
tons out of the original contract of 400,000 tons remained 
unshipped at the end of March; as a result, the U.K. 
meat ration had to be reduced to 10d. (about US$0.17) 
a week on March 17. It is reported that Argentina has 
refused to deliver the balance except at higher prices and 
has given notice of its intention to refund about £10 mil- 
lion of the £100 million advanced by the U.K. a year 
ago to cover the agreed quantities of Argentine exports. 
Argentina supplies about 25 per cent of the meat con- 
sumed in the U.K., which is Argentina’s principal market 
for meat. 

Argentina had a trade deficit of $185 million with the 
U.S. during the first eleven months of 1948 and a sterling 
surplus equivalent to about $240 million for the whole 
year with the U.K., but the U.K. has refused demands for 
the conversion into dollars of Argentina’s sterling bal- 
ances, now estimated to total about £70 million. Dis- 
agreement over prices has obstructed the arrangement 
of new contracts, but agreement may possibly be reached 
on a price of about two pesos per kilo; this price does not 
differ substantially from that paid by continental coun- 
tries to Argentina. The U.K. Government is reported to 
have replied favorably to an Argentine request for large 
quantities of petroleum, coal, and other essential com- 
modities in exchange for meat. 


Sources: The Review of the River Plate, Buenos Aires, 
Argentina, February 25, 1949; The Times, 
London, England, March 18 and 30, 1949; The 
South American Journal, London, England, 
March 26, 1949; The Financial Times, London, 
England, April 1 and 6, 1949. 


IMF Appointment 


Mr. Octavio Paranagua, Executive Director of the 
Fund, has appointed Mr. Walter Blomeyer of Brazil as 
Alternate Executive Director. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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